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INTRODUCTION 


This report has been prepared to provide interested persons with the 
costs and returns that were encountered during 1970 by the hog producers 
who participated in the Alberta Farm Business Analysis program. The 
participating farms are located throughout Alberta but do not necessarily 
represent the average of all hog producers in Alberta. For this reason, 
the data included in this report should be used as a guideline to the 
expected costs and returns of a hog enterprise under 1970 conditions, rather 


than trying to apply the data directly to a specific hog operation. 


GENERAL CONDITIONS 


During 1970 the number of hogs marketed in Alberta increased to 
1,620,089 which represents a 14.5% increase over the previous year's 
production (see Table 1). As other areas of Canada also showed increased 
production, hog prices declined steadily during 1970 with Alberta's hog 
prices dropping from $35.66 per hundredweight in January, 1970 to $22.25 


in December, 1970 (see Figure 1). 


The increase in hog production in 1970 was a direct result of high 
hog prices in 1969, and an attempt by many farmers to market surplus 


feed grain through hogs. 


HOG GRADING SYSTEM 


In December, 1968, the Canada Department of Agriculture implemented 
a hog grading system using indices based on total back fat measurements 
and dressed carcass weight. The total back fat measurement is determined 
by taking the sum of the maximum depth of shoulder fat plus the max imum 


depth of loin fat. 
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Table | NUMBERS AND GRADES OF HOG CARCASSES IN ALBERTA 
1969 1970 
# Hogs oo Of # Hogs % of 

Index Marketed Total Marketed Total 
(ha lea 22071 al 1,353 “vl 
£09: £1110 25,262 La 22,477 [eh 
105 & 107 153,207 10.8 168, 733 10.4 
102 &5 103 406,578 28.7 463,876 28.6 
100 236,005 Woy 261,211 16.1 
97 & 98 294,138 20.8 323,909 2050 
Ba 6 95 87,743 6.2 94,714 ees, 
Less than g2l/ 2105520 14.9 283,816 Les 
TOTAL 1,415,524 100.0 1,620,089 100.0 
1/ : p 
— Includes ridglings, stags and sows. 
Source: 1970 Livestock Market Review 


Under the old grading system the average carcass weight was 154 pounds 
and the average total back fat measurement of grade A and B hogs was 3.2 
inches, so carcasses with these characteristics were given an index of 100 
under the new system. Other combinations of back fat and carcass weight 
were given indices ranging from 112 to 67. Hogs having low back fat measure- 
ments and carcass weights between 150 and 180 pounds receive the highest 
index rating. The market price is based on carcasses with a 100 index, so 
a carcass receiving an index of 110 would receive 10% more per pound than 
the market price. Similarly, a carcass with an index of 91 would be worth 


9% less per pound than a 100 index carcass. 


Table 1 indicates the number of hogs marketed in various index 


categories during 1969 and 1970. 
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1970 HOG ENTERPRISE ANALYSIS 


The 1970 analysis included 32 hog operations, 15 of which were farrow 
to finish enterprises and 17 hog feeding enterprises. The two enterprises 
were treated separately and the following comparisons were made for each 


enterprise: 


|. the average costs and returns for 1970 compared to the previous 
three year average, 
2. an enterprise size comparison based on the number of hundredweights 


of live hog produced. 


HOG FARROW TO FINISH ENTERPRISES 


In 1970 the average value of peditetione for the 17 farrow to finish 
operations averaged $18.58 per hundredweight which was down from the 
1967-69 average of $23.91 per hundredweight. On an enterprise basis, this 
amounted to $12,546 for 675 hundredweight of live-weight gain. 


As the value of production includes the value of inventory changes as 
well as cash receipts and purchases, the lower value of production for 1970 
is partly a result of the lower values assessed to hogs on inventory at the 
end of the year. Lower hog prices in 1970 as compared to the 1967-69 


period also decreased the value of production per hundredweight. 


Returns 


Returns over variable costs were $5.69 per hundredweight compared to 
$8.03 for the 1967-69 period, even though total variable costs (excluding 
labour) were lower in 1970. Returns to labour, management and investment 
were $3.33 per hundredweight in 1970 while the three year average returns 
were $6.65 per hundredweight. 


ay See definitions on page 15. 
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Costs 


In 1970 feed costs for the farrow to finish enterprises decreased 
to $10.56 per hundredweight as compared to $13.49 per hundredweight for 
1967-69. This was a result of less feed being fed per hundredweight 


produced as well as a lower per pound cost of feed. 


The feed costs in 1970 made up only 50% of Total Production Costs 
as compared to 62% of total costs for the 1967-69 period. The other 
variable costs, which include machinery operating costs, marketing costs 
and building repair costs, showed little difference between years, giving 


total variable costs of $12.89 for 1970 and $15.88 for 1967-69. 


Unlike variable costs, fixed costs for 1970 were higher than for 
1967-69. Part of this was due to a higher interest on investment charge 


(7% for 1970 compared to 6% for 1967-69). 


Labour costs for 1970 were higher although the hours of labour used 
per hundredweight of production were similar. This gave Tota] Production 


Costs of $21.12 per hundredweight for 1970 and $21.91 for 1967-69. 


Investment 


Total investment per hundred pounds production was $30.88 in 1970 
as compared to $25.96 in the 1967-69 period. The higher investment in 
1970 was due to a higher investment in buildings and machinery than in 


the previous three years. 


Physical Production 

The level of physical production is an important aspect of any farrow 
to finish enterprise. This is usually measured by the number of pigs 
weaned per sow per year which in turn depends on litter size and the 
reproductive efficiency of the sows. 

In 1970, sows produced an average of 1.86 litters per year with 8.0 
pigs weaned per litter, giving 14.9 pigs weaned per sow per year. The 


corresponding figure for 1967-69 was 12.2 pigs per sow per year. 
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Table 2 : HOG FARROW TO FINISH ENTERPRISE! 
1970 1967-69 Average 

Number of Farms 17 75 
Average Production/Enterprise 675 cwt. 530 cwt. 
Value of Production/Cwt. $18.58 $23.91 
COSTS 

Grain & Complete Feed (460 lbs.) 7.25 (S04 lbs.) 9.36 

Supplement & Mineral (42 lbs.) 3.28 (63 Ibs.) 4.03 

Roughage .03 me) 
TOTAL FEED COST $10.56 $13.49 

Vet. & Medicine .28 .38 

Other Variable 2.05 2.01 
TOTAL VARIABLE COSTS $12.89 $15.88 

Utilities & Overhead .70 1.38 

Depreciation 1.66 

Interest on Bldgs. & Mach. (72) 1.34 (6%) ee 

Interest on Livestock & Supplies (72) 82 (62) . 83 
TOTAL FIXED COST § 4.52 > 3.19 

Labour Cost (2.4 hr.) 3.7] (3) heal 2.83 
TOTAL PRODUCTION COST SzZi.42 $21.90 
RETURN OVER VARIABLE COSTS $ 5.69 $ 8.03 
RETURN TO LABOUR, MANAGEMENT & INVESTMENT § 3.33 $ 6.65 
INVESTMENT/CWT. PRODUCTION 

Buildings and Machinery ma 2e $13.84 

Livestock and Supplies $11.68 $12.12 


PHYSICAL PRODUCTION 


Litters Farrowed/Sow/Year 1.86 1.5 

Pigs Weaned/Sow/Year 14.9 Zen 

Pigs Weaned/Litter 8.0 733 
1/ 


— All costs and returns are per hundred pounds live-weight production. 
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SIZE COMPARISON 


In order to determine the effect of size on the costs and returns of 
the farrow to finish operations, the farms were divided into two groups, 
enterprises with less than 600 hundredweight of live-weight production and 
enterprises with 600 hundredweight and greater live-weight production. 

The less than 600 hundredweight group had an average of 13 sows while the 
greater than 600 hundredweight group had 32 sows. 


Returns 


The returns over variable costs (excluding labour) amounted to $5.63 
per hundredweight for the less than 600 hundredweight group and $5.69 per 
hundredweight for the 600 hundredweight plus group. Deducting overhead 
costs and depreciation from the returns over variable costs leaves the 
return to labour, management and investment or the return to the resources 
invested in the enterprise. In the case of the less than 600 hundredweight 
group this amounted to an average of $3.63 per hundredweight produced, or 
$948.00 per enterprise. For the 600 hundredweight plus group the return 
to labour, management and investment was $3.23 per hundredweight or about 


$3,693.00 per enterprise. 


Costs 


Feed costs were similar for both size groups although the 600 
hundredweight plus group fed less feed per hundredweight gain (475 pounds 
of feed per hundredweight of gain) as compared to the less than 600 
hundredweight group (606 pounds of feed per hundredweight of gain). It 
should be noted that feed used by breeding stock is included in calculating 


the feed costs per hundred pounds live-weight production. 


Other variable costs which include bedding, hauling and commission 
fees, machine operating costs and building repair costs were also similar 
for both size groups, giving total variable costs (excluding labour) of 
$12.77 per hundredweight for the less than 600 hundredweight group and 
$12.94 per hundredweight for the 600 hundredweight plus group. 
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Table 3 


Cae 


SIZE COMPARISONS 


HOG FARROW TO FINISH ENTERPRISE’ 


Number of Farms 
Average Production/Enterprise 


Value of Production/Cwt. 


COSTS 


Grain & Complete Feed 
Supplement & Mineral 
Roughage 
TOTAL tFEED.COST, 
Vet. & Medicine 
Other Variable Costs 
TOTAL VARIABLE COSTS (Exc. Labour) 
Utilities & Overhead 
Depreciation 
Interest on Bldgs. & Mach. 
Interest on Livestock & Supplies 
TOTAL FIXED COST 


Labour Cost 
TOTAL PRODUCTION COST 


RETURNS 
Return Over Variable Costs 


Return to Labour, Mgmt. & 


Investment 
Buildings & Machinery 
Livestock & Supplies 


Physical Production 
Number of Sows Farrowed 
Litters Farrowed/Sow/Year 
Pigs Weaned/Sow/Year 
Pigs Weaned/Litter 


All costs and returns are per hundred pounds live-weight production. 


Invest. 


(Less than 600 cwt.) 


(566 lbs.) 
(40 Ibs.) 


9 


261 cwt. 


$18.40 


u07 
3.19 
Ti 
$3037 
220 
2.19 
Sry. 
8] 
1.19 
1.26 


7.7 


(432 lbs.) 
(43 Ibs.) 


(2e2ehe:. } 


(600 plus cut.) 
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1141 cwt. 


$18.63 
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The hours of labour required per hundredweight production were greater 
for the smaller enterprises, giving labour costs of $5.00 and $3.38 for 


the smal] and large production groups respectively. 


This gave total production costs of $22.01 per hundredweight for the 
less than 600 hundredweight group and $20.92 per hundredweight for the 600 


plus group. 


Physical Production 


The production efficiency of a farrow to finish enterprise can be 


measured in a number of ways, two of which are: 


1. The number of pigs weaned per sow per year, 


2. the number of pounds of live hog produced per sow per year. 


The number of pigs weaned per sow per year is a combination of 
litter size and the number of litters per sow per year. There was little 
difference in number of pigs weaned per litter between the two production 
size groups but the number of litters per sow per year was greater for 
the 600 plus hundredweight group. They weaned 16.6 pigs per sow per year 
as compared to 10.4 pigs for the less than 600 hundredweight group. 


Similarly the number of pounds of live hog produced per sow was 
3,169 pounds per sow per year for the greater than 600 hundredweight 
group and 2,105 pounds per sow per year for the less than 600 hundred- 


weight group. 


HOG FEEDING ENTERPRISES 


During 1970 hog feeding enterprises were faced with large negative 
price margins, that is the price paid per pound for feeder hogs was 
much greater than the price per pound received for finished hogs. In 
the case of the hog feeding enterprises included in this report, the 
average purchase price per 100 pounds of feeder hog was $40.60 as compared 
to an average selling price for finished hogs of $23.72 per 100 pounds 


live-weight. 
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The large negative price margin is in part due to low feed grain 
prices which encouraged buyers to pay a higher price for feeder hogs in 
hopes of being able to balance the increased feeder hog costs with lower 


feed costs. 


The negative price margin, combined with low values placed on the 
inventory of hogs on hand at the end of the year decreased the value of 
production per hundredweight for 1970 to $13.67 as compared to $18.47 
per hundredweight for the 1967-69 average. 


Returns 


The returns over variable costs (excluding labour) were $3.00 per 
hundredweight of live hog produced in 1970, down from the previous three 
year average of $5.77 per hundredweight of production. Returns to labour, 
management and investment were also down in 1970 ($1.58 per hundredweight 
as compared to $4.4] per hundredweight for the three year average). The 
decreased returns in 1970 were a result of a lower value of production per 


hundredweight and not higher production costs. 


Costs 


Production costs were generally lower in 1970 compared to the 1967-69 
average. Feed costs in 1970 were lower due to a lower cost per ton of 
grain. Other variable costs, which include bedding, hauling and commission 
fees, machine operating costs and building repair costs were also lower 
in 1970. This gave total variable costs excluding labour of $10.67 per 
hundredweight for 1970 and $12.70 per hundredweight for the three year 
average. Fixed costs were similar for both cases, while labour costs were 
higher in 1970 due to a greater number of hours of labour used per hundred- 
weight production, as well as a slightly higher charge per hour of labour. 
This resulted in total production costs of $15.91 per hundredweight for 


1970 and $17.50 per hundredweight for the 1967-69 average. 
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Table 4 . 1970 HOG FEEDING ENTERPRISE--’ 


Number of Farms 
Average Production/Enterprise 


Value of Production/Cwt. 


costs 
Grain & Complete Feed 
Supplement & Mineral 
Roughage 

POTAL, FEED COST 
Vet. & Medicine 
Other Variable Costs 

TOTAL VARIABLE COSTS (Exc. Labour) 
Utilities & Overhead 
Depreciation 
Interest on Bldgs. & Mach. 
Interest on Livestock & Supplies 

TOTAL FIXED COST 


Labour Cost 
TOTAL PRODUCTION COST 


RETURNS 


Return Over Variable Costs 


Return to Labour, Mgmt. & Invest. 


Investment 
Buildings & Machinery 
Livestock & Supplies 


Physical Production 


Average Purchase Weight 


Purchase Price/100 Ib. Live Weight 


Average Sale Weight 
Sale Price/100 1b. Live Weight 


1970 
15 


686 cwt. 


$13.67 


(474 lbs.) 6.22 
(SOR bS aunt. 13 
Seas 

15 

boa 

$10.67 


(72) iene 8 

(7%) 199 
S53228 

(Ur28) hr) ie 96 


p15 <9! 


5s 3.00 
$ 1.58 


$12.44 
$14.16 


48 lbs. 


$40.60 


195 lbs. 


SY ae a 


1967-69 Average 


5] 
672 cwt. 
$18.47 


(396 lbs.) 7.63 


3.27 
«03 
$10.93 
.22 


46 lbs. 
Not Available 
196 Ibs. 
Not Available 


17 : , - 
— All costs and returns are per hundred pounds live-weight production. 
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SIZE COMPARISON 


HOG FINISHING ENTERPRISE 


The relatively small number of hog finishing enterprises included 
in the study makes detailed size comparisons impractical. However, the 
enterprises were broken into two general production size groups to 
illustrate the possible differences in production costs and returns 
between enterprises producing less than 500 hundredweight of live hog per 
year and those producing more than 500 hundredweight per year. It should 
be noted that average hundredweight production per farm for the two 


groups is 130 hundredweight and 1,173 hundredweight respectively. 


Returns 


Returns over variable costs were $1.66 per hundredweight for the 


small enterprises and $3.13 per hundredweight for the larger ones. 


The returns to labour, management and investment were $-.74 for the 
less than 500 hundredweight producer enterprises and $1.81 for those in 


the greater than 500 hundredweight group. 


The negative return to labour, management and investment for the 
less than 500 hundredweight enterprises does not necessarily mean these 
enterprises lost money in 1970. As the primary purpose of many smal] 
hog feeder enterprises in 1970 was to provide a method of marketing 
surplus feed grain, any returns over variable costs add i the net income 


of the farm, as well as providing the farmer with $31.55 per ton for 


the grain used by his hog feeder enterprise. However, in the long run 
3 pe te 

under similar production costs and hog prices, the resources— invested 

in such an enterprise would be returning less than could be expected 


elsewhere. 


bs Farms in the less than 500 hundredweight production group valued the 
grain fed to their feeder hogs at an average of $31.55 per ton. 


a Resources include labour, management and the investment in buildings, 
machinery and livestock. 
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SIZE COMPAR SONL/ 


HOG FINISHING ENTERPRISE 


Number of Farms 
Production (cwt.)/Enterprise 


Value of Production 


COSTS 


Grain & Complete Feed 
Supplement & Mineral 
Roughage 

TOTAL FEED COST 
Vet. & Medicine 
Other Variable Costs 

TOTAL VARIABLE COST (Exc. Labour) 
Utilities & Overhead 
Depreciation 
Interest on Bldgs. & Mach. 
Interest on Livestock & Supplies 


TOTAL FIXED COST 


Labour Cost 
TOTAL PRODUCTION COST 


RETURNS 


Return Over Variable Costs 


Return to Labour, Mgmt. & Invest. 


Investment 
Buildings & Machinery 
Livestock & Supplies 


Market Activities 

Purchase Weight 
Purchase Price/100 lbs. 
Sale Weight 

Price/100 lbs. 


Average 
Average 
Average 


Average 


— CCC -?vO OR eon 


1/ 


Less Than 500 Cwt. 


(522 Ibs.) 
(31 1bs..) 


(7%) 
(7%) 


Fails <2 


7 


130 cwt. 


$14.90 


8.10 
Dene 
03 
$10.35 
15 
2.74 
$13.24 
8] 


5) 
> 3.99 
$ 4.37 


$21.60 


SrOy.'66 
aa 


$15.41 
Fale 


4S lbs. 


$33.25 


198 Ibs. 


$21.45 


1 


(470 lbs.) 
(B27 bs.) 


Greater Than 500 Cwt. 


8 
173 cw. 
$13.55 


6.03 
322 
2.25 
a 


$15.36 


$43.13 
$156.1 


$12.15 
$14.82 


48 lbs. 
$41.24 
195 lbs. 
$23.96 


— All costs and returns are per hundred pounds live-weight production. 
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Costs 


Feed costs per hundredweight production were higher for the less 
than 500 hundredweight group. This was due to a combination of higher 
priced grain and more feed being fed per pound of gain (see Table 5). 
Other variable costs which include bedding, hauling and commission fees, 
machine operating costs and building repair costs were also higher for 
the less than 500 hundredweight group. This increased their total variable 
costs (excluding labour) to $13.24 per hundredweight as compared to $10.42 
per hundredweight for the over 500 hundredweight production group. 


Labour costs were also higher for the smaller enterprises as 2.7 
hours of labour were used per 100 pounds production as compared to 1.1 


hours for the larger production group. 


Total production costs were $21.60 per hundredweight for the less 
than 500 hundredweight production enterprises and $15.36 for those 


producing more than 500 hundredweight per year. 


DEFINITIONS 


Depreciation - Is the loss in value of an asset due to wear, tear and 


obsolescence over a set period of time. 


Fixed Costs - These are costs that will be incurred during the year regard- 
less of the level of production. These costs included utilities and 
overhead expenses, depreciation on buildings and machinery, and interest 


on capital invested in the enterprise. 
Total Production Cost - Is the sum of all variable, fixed and labour costs. 


Variable Costs - Costs that vary directly with the level of output (i.e. 


feed costs, equipment operating costs and marketing costs). 
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Figure 1 1970 Average Monthly Dressed Hog Prices at Edmonton 
(Index 100) 
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Figure 2 Yearly Edmonton Dressed Hog Prices (Grade A and 100 Index) 
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Value of Production - Is the increase in value of the enterprise which 

takes into account inventory changes as well as sales and purchases. 
For this study, the value of production was calculated by: 

Ending inventory value of livestock 

+ Livestock sales 

+ Value of livestock transferred out of the enterprise 

+ Value of livestock used on farm 

- Livestock purchased 

- Value of livestock transferred into the enterprise 

- Beginning inventory of livestock 


= Value of Production 


Returns Over Variable Cost (Excluding Labour) - These are the returns that 
are left after subtracting all the variable costs except labour from 


the value of production. 


Returns to Labour, Management and Investment - The returns left after al] 
variable costs (except labour), depreciation and overhead costs have 


been deducted from the value of production. 


Assumed Values 
1. Home grown feed was priced at estimated market value which would 


be the value the operator could have received if he had sold the 


feed off his. farm. 


2. Repair costs, depreciation and interest on investment for buildings 
and machinery were all allocated in the proportion the buildings 


and machinery were used by the hog enterprise. 


3. Interest at 7% was charged on the capital invested in the hog 


enterprise. 
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